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Since China's reform and opening up, the share of trade and foreign direct 
investment continues to expand, and the computer and information technology have 
improved by leaps and bounds. The labor market system quietly changes, and is 
accompanied by a growing wage gap. China's opening to the outside world, the 
technological progress and its role in wage inequality, have direct influence on its future 
development trends of income inequality, trade policy, and income distribution policy. 
Therefore, a more in depth, comprehensive study of China's opening to the outside world, 
technological progress, and the effect of the wage gap, is of great theoretical value and 
practical significance.  
The thesis begins with a thorough review of papers concerning international trade’s 
impact on the wage gap. Through the detailed analysis of the H-O model, SS theorem 
and outsourcing model, the study finds the assumption conditions of the theoretical study 
are too restrictive, and the empirical analysis of trade theory is not endowed with enough 
support. The thesis then turns to the influence of technological advances on the wage gap 
between skilled workers and unskilled workers. It cards the influences of common 
technology, neutral technological progress, and skill biased technological progress on the 
wage gap, offers a more comprehensive review on the relative supply of skilled labor as 
well as the new development of the model of endogenous technological progress, and, 
from a theoretical point of view, analyzes the inherent relationship between the technical 
progress and the wage gap, so as to reveal the inherent mechanism of the interaction 
between technological progress and the pay gap, and to build a complete analytical 
framework.  
After summarizing, sorting and commenting on the existing documents, the thesis 
analyzes China’s trade liberalization and technical progress before and after its entry into 
WTO, as well as the trend of wage differences among different regions, industries, and 
provinces. Then it examines the impact of technological progress on China’s wage gap 
from macro and micro points of view.  
From a macro perspective, the article first uses the panel data of 51 major cities in 
1995-2006 to study the effect of technological progress and export-oriented economy on 
the level of urban wages. The study finds that technological progress, foreign trade, and 
foreign direct investment play an active role in the wage level of the city. Similar 














Shapley value decomposition method to sort out the various factors that determine the 
wage gap according to their importance. Then, based on the multi-sector general 
equilibrium model, the article uses a number of technological progress indicators to 
analyze the impact of sub-classified samples in different regions and time periods on the 
wage premium. The study shows that advances in technology, globalization, and the 
economic structure have a positive impact on the wage gap. However, due to the 
development of different regions and different factors during the development process 
and speed, factors such as technological progress play different roles in widening the 
wage gap. 
From a micro perspective, based on supply and demand models of the labor market, 
the thesis uses the survey data of 1998 and 2000 from the 1500 enterprises in five cities 
to do an empirical analysis about the role that factors like technological progress play in 
the wage level and wage premium of enterprise workers. The study finds that 
technological progress tends to benefit skilled workers more, and subsequently expands 
the wage premium between skilled workers and non-skilled workers. The study also 
shows that generally trade does not play a significant role in the wage premium of 
China’s enterprises, but it exerts some influences on some industries such as consumer 
products industry. In addition, the increase in the supply of skilled workers will ease the 
continual expansion of wage premium to some extent.  
Finally, the article comes to the conclusion that in the context of globalization, 
technological progress will not only increase the wage level, but also have a skill 
premium that expands the wage gap of skilled workers and unskilled workers. China 
should take advantage of comparative advantages to continuously push forward the 
technological advancement and opening to the outside world, optimize the wage 
distribution system, and take the relevant policies to ease the expansion of the wage gap.  
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